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ir‘irtO'jUC.-iioK 

The dotormlnatlon of the military deoartmente to rtanage 
tholr supply systems in a uu*isireB8-liko manner In the perio<1 since 
1947 has been characterized ^y a v/illlnsneso to ©xperinont — to 
explore all avenues that mli^ht lead to more effect Ive supply 
aana, foment . The principal problem of military sup ly manaTernont 
may be stated as follows: it is to ap raise and control the cost 

without impairing tho aollity to supply, on time and In the re~ 
quired quantities. Its Bolution requires that tho supply raanaper 
examine hia operations continuously in terms of how is tho 

product or service, and how efficiently is it being don©. Ihe 
eciphanis In tiio military h*a.s traditionally been placed on the 
©f foctlveneoo of supnly oper'atlonf rathor than on the cost to 
supply — to nake material available when and whoro needed. 
Industry, on the other hand, Is corapellcd to evaluate its nanage- 
aent In terns of cost. The allltary emphasis on supplying con- 
auasr units, someti «a at a hl,;h cost, is, of course, a moral 
necessity. Failure to supply troops with needed weapons and 
equipment can result in disaster. In buslnosa tho penalty for 
failure la bankruptcy, an undesirable end but far losts ©>ttrome 
than defeat in combat. 
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Inrllvlluala roaponslblo for raara rin? a railltary oup ’'ly 
ayston theroforo tend to roalnt th© lajpooltlon of a Dualnooenan' o 
preoccupation with costa upon « oy».teu fr.-it la jovej.'ned by con- 
sldcratlons other than coat, Yot, theao aarae Indivldualn 
roco-piioe that inefflcioncy and waste cannot be tolerated by a 
tallitary oervlce. Indeed, Inefficiencies in nilitary supply are 
of raore concern to the ration than wasteful bualnooa practlcoa, 
because the •ailltary’s supply requlret*ienta reproaent such a larfje 
portion of the total natloniil reaouroea. 

That it is posalblo to appraise and control the coat to 
supply without impairing the ability to aupxDly is apparent. In 
general, the militar/ departaents have adapted or are adapting 
to their noodn th© controls, financial toohni.aoo, and points of 
view that have enabled successful buaineaaes to operate effi- 
ciently. bone of the concepts that have ccon applied are; 
co-3prohensive commodity raanar-eraont using sunsiary financial data, 
funding in accordance with decision responsibility, and financial 
property accounting. 1 ese are pernmnent and doslmble features 
of rsilltary supply fTanagaaent. Iho degree of detalx to which 
financial controls should be axoplied in a uilltiary ori^anlsatlon 
1b natter for continuiil review. Too much control can be as un- 
desirable as too little. In tliia connection, studico aro current- 
ly under v»'ay on the subject of further oxtenalon of stooU funds 
and conauraor funding, Horoover, tools llKe financial inventory 
accouiitlns need to be sharj?oned, and supply aanagors need to 
bocoie more sophisticated in the use of ouch data for mana xeaont 
purposes if they are to aid significantly in the decision-making 
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proooBS. hile further ©xtonulon is Indicated in soao ftreua, there 
lo ovldonco to QU5g<*at that financial inventory account inf5 and 
report and other financial saana 'oraont toohnl mos nay nood to be 
eliapllfied in certain arena. 

In the period since 1947 » there has wson nuch dlecuasion 
of the dooimhllity of Intej^ratln 5 the connon supply functlono of 
the nllltary do-^artnenta and elimlnut ln.5 the dupllcatlona that 
noceaoarlly exist when the nilltttry de-art.’'jer.tQ procure, stock, 
and looue all the Items required for their own support. Griticisn 
of these duplications by the Jon;resQ, tho Hoovor Oor.aisalon, and 
the press has focused special attention on the conmon-uae cate- 
gorloa, ouch as food, textiles, potroloura, i’.odlcai aupplies, and 
clailar comaoditiea aore or leao corarson to tho military eorvicec 
and the civilian oconony. ibis preaeure from outside the 
ropartment of Defense, to eliminate the dupllcatlors, la reflected 
In the thlnkln,-; of the proponents of the oo~calied ’’Fourth ucrvlce 
of uupply,” They vould remove these coramon-uso, civilian-type 
items from tho allltary departments and place them under a 
separate civilian- managed ad lUln 1 st ration. The ca:ae pressures 
brought about tho passage of the ’’Act Establishing tho Federal 
Cataloging and Standardisation rrograns" undox” which all military 
items wore to bo standardluod to tho laaxlrauia extent i.x)oslblo and 
assigned Fedex'al btocit humbors, Tho proponents of this Act 
apparently wore of tho impression, as Indicated 05' hoarlnga before 
and after passa *0 of the Act, that identification of tho duplica- 
tions was tantamount to automatic elimination of thorn. Finally, 
the preooureo from without p>roduoed countor-raeaaurea by tho mili- 
tary depairtnertc and the Dejjartmont of Defense, such ao: tho 
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Sln>5lo 'ianajor J*'ro r.rani, xhioh ooneolldatod the ooamor-uaG oate- 
fjorlos under single nanagers within the Department of Defenoo; the 
Glngl© Department Procurcnnont Program, Vvhloh cO'aolidated the 
purchuBo of oortaln conmon Itema; and the Intoraervlce supply 
Support i ro sram, v^hioh sought to mitigate any dupliuatlons that 
might exist by providing for interchange of assets among the 
services to prevent concurrent buying and eclllng. 

The BC0;3O and purpose of this paper is to analyze and 
evaluate the operations of the four Jonimodlty Dlnjlo ilanagero that 
\%'ore establiohad three to four year’o ago — the examination being 
limited to a narrow porapcctivo ofj current deficiencies, si' 5 nlfl- 
cant aohievomento, and savings to th;e lovomment, ^'Inally, brief 
consideration ’. 111 bo given to Studies of the armed Forcois dupply 
Support Center which led to the recent assignment of two now 
Commodity tingle Managers, 

The time avallaulvj for the preparation of this paper pre- 
cludes a moro comprohenolve and detailed treatment of the subject 
natter. Consequently, only th-e most Important aspects have been 
selected for discussion, and a sincere attempt has been raade to 
present a brief unbiased analysis and evaluation. The opinions 
expressed heroin are personal and. in no vjay reflect the official 
opinio e of any of the services or tho Departoent of Defense, 

Chapter II opens tho diecuaolon with some of the background 
and high lights of th© jingle ifenager for medical supplies. 
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CJLiiFlJ'x II 



TiU .ilLlTAHir .‘iSDIC/vL OUP.-'LI Arr;:i^c^ 

h'lBtorloftl ?3a.cbsroun<3 . — Tho procureaont of 'aadloal 
ouppliee, prior to and durln >5 ' orld \.ar II, was oonoentratod In 
three rnilltax'y pure -aoln -3 officcos on® I.'avy office located In 
Brooklyn, H. Y. and two Array office® l.ooatod In I'ow York dity and 
St, Loulo, Mo. In 1945» follow Ins the rocoaiiendatlons of the 
Draper-Jtrauss Study, a concerted effort 'i<as initiated toward the 
development of a joint arxl coordinated proouroraont office.^ As a 
result of this effort, the ^iriay-Kavy Medical Procurenent Office 
was eataollohed in Dooonher 1945* -hla Office was Jointly staffed 
with Anay and Navy personnel and be^an an Intensive raiaalon 
towards joint procurecient , developnent of ooanon specif ioat ions, 
oonaolldatlon of inspection, and uniform industrial mobilisation 
planning* In Juno 1949f the Army-Navy ^iOdical Procurement Office 
was reor^anlaod under a Tri-?artito I-lrectorato and uecamo laiown 
as tho iikraod uorvioca 'edica.i Procurement Agency, a contrallsed 
procuroiaont activity for all nodical supplies of the nrried Forces. 
Procurociont , cataiOj 3 ln; 5 , and Industrial moclllzatlon planning, 
however, continued to bo the primary functions and achieveraonto 

, H, Draper and Lewis L. dtrauas. Coordination of Pro- 
Quromeiit Petween the ”• ar and Navy Donartments^ (washlt^itTon: 
February 1945 )* -- 



5 



6 



of tlilG unlfloS nrQTicy* Kunotiono of Inventory .mana ^o’nient , finan- 
cial control, doterntnat ion of rc«|Ulr«rJontn and diotrltmtlon of 
oatorial ronuilnod the rceponDlollity of aacL individual aorvioe.^ 

The first Hoover doaaiiaslon in 1949 rocoiaMonded a coniploto 
unlflcvntlon of all civilian and military iodlcal eorvlcoo of the 
jjodoral Joverrunont, InolUvln.'s sui^ply act Iv it lea. Action was nevor 
taken to place thla rooomacndatlon Into effect. In 1955» the 
second Hoovor Joa^ilsslon atated that, '’coordinated procuroraent of 
medical supplies is an effective raethod" but critloiaod the lack 
of proj^ress bolnj;'^ aado tovsard the development of Inte,. grated 8 tora 5 o 
and distribution in the nodical supply area. 

In further Imple.aentatlon of a relatively now concept to 
promote increased economies In the utilisation of manpower, materlap. 
and services, th« Department of Defense Issued Direct Ive 5160,16 
on yay 4, 1956 which deal^rsatod the ^„>ecrotary of the Navy as tho 



Single I,ana, 5 er for Medical and Dental ^{aterial. On January 1, 1957, 
tho ;'^llitary Medical isupply Agency began operations as 

wholesale supply managoiaent of medical and dental material for the 
Armed Forces, M'lDA Is specifically charged v<lth (1) providing 
tho most effect ive and economical noars of supplying medical 
raaterlai to tho Armed ^>orviceo and (2) elininatlng duplication and 
overlapping of effort between and umong the military services, 
recognising that the primary mission is to effectively nuppojrt the 
military effort of tho country,^ 



^Department of Defense, Evaluation Report on the Military 
Medical >>upply ivy^oncy, (’.ashlngtons Decembor 195^), P* 5# Jlted 
hereafter as DOD, ^valuation .tonort on the :iilltarv ?tedical Suoolv 
A r,oncv . Docamber 195<i'. ' ' ,-.r-r ■, 

^U,S, , Jonsreao, House, Subcomraltteo of the Gomialttee on 
Government Operation*, HoarlnTO. Invest Ijatlon of Military BuoplyV 
^'’.ana^♦or^ent ( OinTle Mana'^ter Aftonoie's')' ',' 'Soth Jon iVt Sos's.", '' 1 
p, 142, Cited hereafter as House Dubcomalttoe on Government 
Operations, MJM(D!.U) Hearin-s , 1959. 
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Or.^anlzatlon . — jocrotary of the f.avy aaoi r^nod 
"lana^e ^ent control of to the Jhiof, bureau of v*uppllco and 

aocounta and apeciflod that the i^isenoy be hoadod by a Kaval Tmpply 
Gorpo Officer ao bxooutlvo birootor* The iv'-csncy o. ei*at.oa under 
the tooljalcal control of the Jureau of Jcdlcine and dur^ery, tho 
latter receivin ^-5 advice fro.:i tho ervlceo .lodlcal 4*-aterlal 

Coordination Coraaltteo \.hioh io coaposod of one representative 
from each of the tlu’oe Ourgoona General. The Office of !’aval 
Material dctex-nlncs general policies concerning naleriale. Three 
^voolBtar.t Lecrotarioo of befenae; Supply and Lo'lstico, I'oalth 
and 2'edlcal, and Comptroller, have varioaa policy control 
Intereata. 

The internal headquarters organisation of illwi is shown 
by Chart I on page 8 and consists of six mjor dopartaonta. Three 
of the dopartmonto, Purchase, i>tock Control, and Technical, 
constitute the operating field. Tho remaining three doixurtmente, 
System Planning, Com'trollor, and Adnlnlt native Corvioos are 
concerned primarily with adjainictratlon, ^ The Pepartment of 
Defense requircc that the hgency be staffed vsith military poraormel 
from all aorvicou. In addition, it apecifioa that "koy military 
staff positions aubordlnate to the Executive Directoi- shall bo 
subject to rotation on a periodic basla among tho ’iillltai’y services 
as agrt)®d to by the dingle Ijor.ager and tho Cooretarica of tho 
other military do pa I'd. men to." Thcs« DOD roqulromenta have been 
carried out In a rajvnnor conulatent with good cusinooa and organi- 
zational practices, taking into consideration the 3pr?oialtles and 



^ *Ibld . . pp. 14A-V8 
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backgrounda of tho officoro auel^nod to tho by tho aciTVlcea* 

So far the caliber of anal^gied offloora ha« teen exceptionally 
hlcjh and .T<SA hae oxcerloncod no difficulty in aoal^nlnA; the 
Dooart’cont Hoad cllleta re^ardleos of parent oorvlcoo,^ 

Unreaolvod Problaria , — ’■ hlle tl’tOA la roijarded as tho 
“model" single raanagor agency and ntany unforesoon ooataolea have 
been aptly resolved during three years of operation, tno follov<lng 
problonjG currently exist and require resolution. 

Deficiencies and Priorities During Hooilization. -- The 
shortage of nedical .'a?iterlal that would be required in the early 
phases of raobilizatlon is a real concern to :Z.^A and tho military 
Bervlceo, Each nillltary service furnisheB a total requiro- 

oent of natoriala for moblllaation uhicli Includes a dlatinct 
category of spocific natertala. The spaclflc aobillaatlon mterial 
roquireraor.t repreaonts the medical -laterlal needed by each of the 
military aodlcal oervlcoa for specific programs and projects which 
have been set up to support the strategic operation plana of the 
military departments. Upon establialimont of jLIDA, each military 
ee3:*vtce contributed all medical material which It had earmarked 
for tho programs and projects in the epooiflo nobillaation 
material requironenta. Those aneeto were capitalised into the 
Havy Stock 7und and an administrative procedure created an obliga- 
tion for each departciont equal to its contribution, 
guaranteed tho integrity of these as seta and could ueo them only 
upon spec if lo approval of the department concerned, after the 
initial capitalization, planned to Gllminato doficicncea in 

5d 0D, Evaluation Fteoort on tho Ulitarv Dedical Supply 
A tone V . December 195^',"^ " ■ ' ' ■ 
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opeolflc aobillaation material requiromentB throujh the use of 
unreaorvQd on-hand aoeeto and v<lth new procurenont aa fundo became 
available, Defiolenclea still exist and It la no* doubtful if any 
olc:nlfioant aoount of unroaorved assets ill bo gone rated. A 
conalderacle expenditure vill be neccoaary to procure thooo 
deficient naterlala. 

Still another deficiency oxiota in the (general aobillsia- 
tlon requirement a which ci'eateo an even ^^reator proclonj — ho 
Gots how much of the insufficient aaseta?" Tula nloo includes the 
allocation of llmitod tyjcoipto of medical xiutorlal fros) sjourcee 
of procuromont during the early phases of Esociliiiatlon. UnlosB a 
system of prioritloo aro established and approved, available 
material vlll be ioauod on a '’first como-first sorvod*' basis 
without any regard to the oporationai requix'sraents of the military 
services. It is understood that this pro-'-lem hue been referred to 
the Office of the Secretary of Defense for resolution and ttjo Joint 
Chiefs of Stuff are now developing a system ox’ priorities and 
allocations for use during nobilization,® 

Central Procurement and Stock Control of xx)w .:)ollar/Low 
Usage Items, — M’lv^A io responsible for the conti'ai procui‘'emont 
and stock control of approxl.mtely 8,000 items, Tha total annual 
customer demand for :nany of these io low in both usage and value. 
About 1,500 Items comprise 91> of tive total cuotomei’ demand, A 
recent study by one of the aarvlcoc showed that ito largest 
retail activity liad replonlshaulo sales on only 2,350 IlL^a stock 
Iteas with the dollar value of 1,149 of those items boini less 



^ Ibld , , pp. 19-20. 
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than .25 por Itoa* Thoao 1,149 lov> value itersn roproeontod only 
1J{ of tho dollar value of total annual roplonia liable sales of rtlloA 
Dtook items, 

This eer^fflontation of inventory la one of the nost fruitful 
areas for analyals and possible Isnprovenont . It baa coon ^ivon 
cuoh desorlptlve titles as the “A - 3 • C," tho "Hi Valu-].o Valu," 
or tho "Dianonda and fopcom" of inventory control. By any name, 
it ou^^goBta that the fov. items Kith the lartjo dollar activity make 
up an attr*cctive area for the reduction of inventory. Also, that 
the many Iteaio v/lth small dollar activity make an equrilly attrac- 
tlv« area for the reduction of paper work and control.^ A detailed 
analysis of MKdA inventory uaa^e distribution la deemed appropriate 
with a vloK toward the assl-^nment of additional stock items to 
local customer proouromont, Jonsidoration should necessarily bo 
given as to vihother stock items are mobilization/combat essential, 
or if they have certain characteristics which preclude cuotomer 
procurement. 

Officer Personnel Strength and Training, — Tl.e 
officer personnel allowance has steadily dooroasod sine© activation 
of the agency. Bom© concern has ceon voiced over the reduction 
of nilltary officers from 68 to 44; and, that ouch austerity may 
affect peacetino incentive for oareor officers and Jeopar’dlzo 
expanolon in time of war, Ouch opiniona sugigoot tliat a special 
tralnln^i program covering medical supply fund Iona be eatabliohcd 

7lbld .. pp, 27-23. 

Evert belch, Corporate Consultant, Minneapolie-Honeywell 
Regulator Company, Talk before the Navy Graduate Comptrollers hip 
Class, George Vashlngton University, ’ashlnston, D,G,, Eobruary 25» 
1960 . 
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within IM-A to acooaodate all of the military Gcrvicow, It io 
Intorostln:^ to note here a reply prepared by i\ear .admiral 
' . L. Knlokorboolcor, tho Executive Director, on May 9* 1959 

to a questionnaire of the Military Operations Subcoanltteo: 

^uootlon: If your agency had to expand for eraor- 
genoy conditions now, could any quarto rmst or or 
supply corps officer of any of tho oorvioea fit Into 
tho organizfxtlon quickly and easily? 

Reply: Subject to the Infllvldual background, 
experience and functional proficiency; Supply Oorps 
Officers of the l.'avy and JIarino Gorpa, 'odical 
Gorvlco Gorps Officers of tho Amy • . . Kavy, and 
. • • Air Foi'ce could fit into the organimtlon 
quickly and easily, 9 

jtock Fund Procedures Are Restricted, — • A final problem 
is associated with the manner In which tho .'fUa program la funded 
under the Kavy Stock Fund, j^t present, the Ilavy Stock Fund con- 
sists of one separate sub-head for Single ilanagor Medical Material 
and another separate suc-head for all other Kavy prograns. The 
.iocretary of the Kavy has the authority to transfer funds between 
Dub-hoads when, irj his discretion, tho effective aana'oraent of the 
over-all Kavy programs require such action. Aurt. er, cash 
realised through the sale of nedical material is ©ar-narked for 
return to the nedloal portion of tho lavy Stock Fund, but is 
withheld pending furti or ro-apportionmont . vimt is needed is a 
return to the basio "revolving” concept of stock funding, afford- 
ing the ability to re-lnvost cash realized throu 'h sales in 

such a manner as to beat aeot the planned needs of the Services, 
QubjGct to over-all liaitationa of tho Departnant of Defense, 

Kavy draw-downa of oinglQ mnager nodical reserve stocks, necessi- 
tated by lloltatlono on obllgatlonal and procuroinont authority, 

%oueo Subcotaalttee on lovorninent Operations, MAM( ) 
f?earin ?,a . 1959* pp. 135-86, 
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have tho ultijato off ot of roduoinf^ the noollic^tlon potential 

of all thc3 servlccn throa^h tho unlltiteral aotlon of tlio olnslo 

aanajer oervlcc. In ahoi't, what appears to bo dooirablo lo an 

authority for tho total roplacoiaont of loflues of o initio ntanagor 

uedloal inaterlal, llio C.orviooa‘ stock funus bill not "rovolvo'' 

properly In the aannor envlalorod in their Initial conception 

until such time aa tbeao reatrictlona Fief'S. ted Ly the apportlon- 

10 

oent procedureo are olimlnfited. 

Vulnerability of Stooke and Producers. — Ihe agency head- 
quarters and the majoi' commercial oupplias uro located in tho 
Kew York area. In fact, Tew York, New Jersey, and Pennsylvania 
together account for about 72^ of total military medical procuro- 
aont. This concentration of »modlaal suppllorc In tho Northeast 
and the lack of protected storage for medical stocks In depots 
pose an acute problem of vulnerability. Jlvil defenao testa have 
repeatedly demonstrated that the bulk of tho Nation’s uedical 
supply producers tvould be destroyed in tho event of an onomy 
attack on this country and, without dispersed and protected 
storage, moot of our existing stocks would also be lost. Tho 
Sxecutiv© Director of has mad© I'econraendations for relocation 

of survival items of stocks into some kind of protective storage. 
Unfortunately, funds have Just not boon available for tnia kind 
of diopereal. Duo to the critical importance of medical supplies 
in ouch an emargoncy, it hxis been suggested that 1'5!3A should 
maintain a continuous and close relationship with the Office of 
Civil and Defense i!obllizatlon, not only for tho purpose of 

^®DOD, !' valuation doport on the Military Medical SuopIy 
A-riency . December 195^ » P* 70. 
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off actin'^ tnnnnureo to protoot otorocl atoolrs, but also to aawuro 
tbo ta’^sodlate availability oT nuoh atocka for civilian uao In tho 
svent of era<sri;«nay* ‘vuoh a relatlonchlp wOtwocr and tho 

Office of Civil and Dofonso Mowlllantion docs not o^tlat at the 
present tliie.^^ 



Cl ml f leant ii.coo5ipXlshnent8 » — a wide variety of tasks 
has been achlevod or undertaken during; tho short period of 
exl stance of l-IMJAs 

!• The wholesale distribution eyatora has been 
stroamllnod and duplicate storage facilities texv® 
been ellfalnsited. 

2, Seven raodloal supply stock points tiavo been 
disestablished* 

3» Supply ofrectlvenesD lo averagln^^ 97;^ and tho 
stock turnover rate tma increased to about 4.9. 

4. A considerable reduction in personnel require- 
aenta. 

5. A decrease in storage apace In the araoimt 
of 764,000 square feet, 

6. Practically all orosaimuling hua been 
oliialnated. 

7. A new catalog of stedlcal material, designed 
fox* customer noods, hae met with favorable response 
at all levels. 

8. Good progress ha» been aade in the fstandardlsa- 
tlon and Iten reduction prograta. 

9. Industrial preparedness on X-ray, diagnostic, 
and treatment ©qulpraent wore dovslopod ae well as 
plastic substitutes for critical Kiaterlal. 

10. The catalog process Inj ti'-ae for newly 
developed ItetJja has cosr. reduced froia 87 to 48 days. 

11. bixty-fivo Govermaent Inspectors for tooting 
medical inaterlal h.ave been trained, 

12. A co:apr*ohenalvo Instore quality control 
manual was prepared and distributed covering In- 
spection and storage criteria for approximately 
6,000 Itoaa. 

13. Specifications htive oeen prepared and eub- 
ralttod to prospective nanufacturera for a proposed 
electronlo nata proocnalng oystca. 

14. And, prooureiaont proceoslng tlae has been 
reduced from 60 to 45 days.^^ 



^^House Gubcoamlttee on Qovemoent Operations, 
mM(nWi) Hearln w , 1959, pp. 156-57* 



^Ibld . . p. 184 
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Rotlragtcct Annual bnvln?;:n to tl.o Ctovornnont . — Oertaln 
Inprovemonto In tbo offlcloncy of -lana merit and opemtlono can be 
readily Identified with a dollar value* For Inntanoo, lias 

caused a gross reduction of about government peroormel which 
is equivalent to an eotiriated saving of about (- 2,2 nllllon per 
year. There hfia also boon the reduction of 764,000 square feet 
of storage space which aooruos an annual saving of about 1^390,000, 
There are, however, other areas of si’niflcant savings which can- 
not be tag.ged with any procloo dollar value. Traneportatlon is 
auch an area, where the integrated distribution ej:stem has elimina- 
ted croQolmula, Another area, of leaser conssquencoo, le In pro- 
curement whore the processing ti'ie has toen reduced. In addition 
to savings, one very important benefit is improved oer’vlco to tho 
customer. And although thlo type of benefit is real. It ia Ira- 
poasible to price-it-out with a dollar value. 

The following chapter will analyao and discuss the Agency 
responsible foi' the loanageraent of military clothing and text ilea. 



chAri\.;i III 



TiL. liILn’A.~rX CLOIHII/l ithi) Xr-X'rlJ^ .>UPPIX iiGEKOY 

Historical Saoka^rounfU — Early in 1945 » th*-? Drape r-ntrauns 
Study reported potential savin ,5s in the clothir^s and textile area 
if the military ser'^ices \.ould Initluto more effective procurs- 
raont*^ Shortly thereafter, an ^.rmy-Havy purchasing off loo 'waa 
©stablishod in Hew York City to coordinate purchfisos of olothir^ 
and textiles. Thla coordination conaisted largely of an oxoliange 
of information on market pricoe/conditlons, and informal agreement s 
to allocate the output of comraon clothing and textile Itoias to 
aatiefy the needs of coth aervicos for critically short items 
without disrupting the market. 



The Kunitiona Joard assigned procurenout responsibility for 
certain textile fabrics to tho Army In August 1950. I'cllowlng 
objections by tho Kavy, with Army concurrence, the !junitlons Board 
suspendod tho aasi^piraent except for canvas, duck, and webbing, in 
the fall of 1950. In June 1952, following oriticlams by 
Congressional Oonmltteos and Investigative rrroupo, the Department 
of Defenao ootaollahcd the Armed ucrviceo Textile and /apparel 



1 



Draper and Strauss, 



on. Pit. 
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Procuronont A ^onoy (AoTaPA) aa u Joint a f,oncy of tlio throo nilittti»y 
deptti'taonts , subject to the policy direction and control of the 
Munltionn Board. The Departnont of Defonoo aaoli^ncd rnana^oraent 
control of AGTAPA to the Department of tho Army, buoooquontly , 
the Navy complained cofore tho .i-pproprlationo dommlttoon that 
adninlatratlve coata for clothings and textilai v;oald be doubled 
through tho uao of AdTAF^^, (Jon^resB failed to pi’ovlde any funds 
for ASTAPA In the 1953 Appropriation Act and tho Joint agency was 
diaeotabllBhed in toptonbor 1953. The Array oontlnued to proouro 
for the 4 klr Force and tho Navy resumed seif-proouroraent « Throo 

p 

depot aystoma for clothin -5 and text lies continued to operate. 

On I4ay 4, 1956, Department of Defenaw Directive 5160.15 
assigned the Gccretary of the army aa tVie ^jln^lo vanarjar for 
}!ilitary Olothlnd and Textiles. Tho rtilitury >ilothins and Textile 
Supply Af^ency (MO^iTSA) be^an operations on July 1, 1956 vjlth a 
primary raiseionj to effect Ivoly and economically furnish wholosal© 
supply of dealjinated clothing and textile □atcx’ials to ail the 
military oorvioeo. 

Orp;anizat ion . — Tho Docretary of tho .-irmy aaslj*,nod 
nanasement control of iiC'&T SA to ttie 5 .uartormaster Oerioral of the 
Army. Intormodiate cliannols of cornimnd include the Deputy Chief 
of Staff for Lo, 5 iotios and the aaslotant Secrotary of the Array 
(Loslstlca ) The Command ins Jcnoral, Philadelphia vuarteraaGter 
Depot becamo the Executive .Director of in a dual capacity 

^U.b,, Censress, House, Coamitteo on Covornment Operations, 
Military Supply Muna-^eniG«t ( v>in^^le !iana,7;er a *;eno5.es) . 86th Cong,, 
1st Ceos., 1959, iU tie pt ♦ 074, Union Calender ho. *277, P* 22. 

^iiouse Suboomiaittcc on Oovermaent Operations, 

.Hoarin,r.s . 1959, pp. 130-131. 
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function vhich required special approval by the Deputy cecrotary 
of Defense since policy directives state tViat the i^xooutlvo 
Director ;.lll have no other duties,^ 

The Internal headquarters organlaatlon of MO&T'JA Is shown 
by Chart II on page 19 and consists of throe niajor divisions : 
requirements and distribution, purol using, and inspection. The 
l^hlladelphta quartefAiiafitcr Depot furnishes extensive staff and 
service support to MC&TuA, Directives issued by the Department 
of Defense specify that hoy ?allltary staff positions subordinate 
to the Executive Director shall bo rotated among tl^o services on 
a periodic basis and, in addition, require that tho a'';e5ncy be 
staffed with military personnel from ail the services.-^ 

Unresolved ?roble*Tia . -- A'KJ&TaA has grapiied %^lth many 
difficult problems of intersorvioo differences, faulty procurejaent 
practices, and questionable behavior In industry. Of tho other 
Commodity Single I'anager Agoncioo, not a one has faced such a 
number and variety of problems, HO-'cTSA hue survived and overoo.mo 
many atumblingblocks. The resolution of tho following problems, 
however, will facilitate oven greater aocompllshmento. 

Aedlatribution and Credit for Local Excesses. — H-ach 
individual service must determine whether local excesses are 
oorvlce-wido excoosos, ' hen redistribution la appropriate, tho 
owning military service has tho authority and rooponsibllity to 

^Dopiirtraent of Defense, Evaluation Report on the ?lllltary 
Clothln^^ & Textile Cupolv /.prenov . pAashinBiton; becembor 19^).' 

p, 18, 

g 

Dopartraent of Dofena® Diroot ivo 5160.12, Policies for 

ImplonentatlQn of Sin'tlo Manager i>ssl!g.nmonts . (taohington: 

January 31, 195^), P* 3* 
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CHART 11 
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Dorform tho ojxiratlon only \-lthin contain ^.-oo '■.raphloal aroas in 
tUo Oontinentiil U.u./i, should rodl.^trlbutlon boyond a ^oo^frapliical 
aroa bo doalr*ablc, tbo Owning military aervico tauat firat octaln 
epeclflc authority fron ilC&loiV. Ihls rootrlotion is Irapoood to 
prevent '* joyrillntj" of aupplieo froa ono ond of the country to the 
other* Thcac duties and reoponalbilitioo cauoc each military 
service to establish central pointo of control for the rodiotrlbu- 
tion of local oxcosaea at tno retail level. 

A further complication to the problem is that the owning 
military oervlce may not receive any stock fund credit upon return 
of oxcosG oaterlal from the retail level to the wholesale level, 
budgetary criteria of the bureau of the .>ud ~et and the Dew^rtment 
of Defense permit to grant monetary credit for the return 

of material only if It appears on a "need to buy" list. This re- 
strictive Hot Gonalots of itecja of laatei’lal that plans to 

buy during the current fiscal |::©rlod. Consequently, largo 
quantities of new and ueable clothing and textile items rAro aittlnc; 
on the shelves of many military baoea becaus© IIOSd'SA cannot grant 
any monetary credit for the return of items that are not in lnirjedl*> 
ate deraand, donjo military basoa actually exceed their capability 
of storage because they are reluctant to turn in exooso items of 
matoriai without any credit when the very oamo Itomo may be needed 
in succoodlng fiscal years and thue require the us© of badly iieed©<l 
funds, buoh redistribution and credit pollclofl contract oharply 
with all acceptable principles of good buotneoa nanagement and 
bo resolved only upon IfJ&TGA performing the redistribution on a 
single manager basis and granting monetary credit for all excess 
material deemed appropriate for retention.^ 

6Department of Defense, Evaluation Report on Military 
Clothing & Textile Supply Agency , (V*aahington:December 1958), 
pp. 104-05. 
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Gharmols of Oom:iunlcatlon. — It wao notort provloualy under 
organisation ttiAt throo layers of staff and oonraanrt oxiot between 
the olnglo Manager tho .xecutlve i-lrector of TJA. Coanunl- 
catlona between tho De;mrtniont of 'jofena© and HO^ToA are therefore 
filtered aa they paaa up tind dov.n through these levels of oora.tiand, 
cauolng dolaya and dlatortlon Ir tho execution of pollcloo and 
directives , For exaiaple, tl:oro Is ovldonco of dlatortod guidance 
in dovolopaont of retention criteria and in anpllf Icatlon of Arracd 
Sorviooo Proourenent hegulatlono* a perennial burden and peril la 
oncountorod v.hon MG&T5A cubmits a budget that must undergo an 
additional "triple review," It appearr. that /irniy coa:aunioatlona 
of adalnlotration and supply nc<^d to bo ooparatod fron single 
aanager ooarnunlcatlons with tho latter utilising aore direct 
channelo between tho Departnont of Defonoo and MGSiTbA, This would 
not preclude into ritiod late levels of cotmand from originating tlnely 
comrnunlcatlons that are really esBontlal for interpi*©tatlon of 
laplenontatlon.*^ 

t>tandardlaatlon and Priorities, — Guatonoi'c, In aubjaittlng 
requisitions for supplies, inunt Indicate the date that such aaterltl 
la required at the uitlnato destination, Studies reveal tli&t 
different cuato'noro use various net hods to determine tho required 
date for oupplloa. Thus, it Is Irapooulblc to obtain a truly 
accurate analysis or aeasuronent of tho shipping agency’s cffectlv€>- 
nosQ in aectlng required datoo. dtnndardlbed regulations should 
be published so tliat a_l oustorsors vjIH have a unlforra basis froa 
which to classify requisitions as oraergoncy or routine and from 

'^ Ibirt ,. p, 100. 
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vhich to doteralno rocvllatlc required dates. The problem of 
prlorltieo in allocating; limited material resources In peacetime 
and omoi* 3 enoy oonditlor.c exlsit in a manner similar to that noted 
under the Medical Supply Agency, Until priorities are established 
by the Department of Defonos and the Joint Chiefs of Staff, 
material will be issued on a ’'first come-flrot served" basis, ^ 
Unilateral idarkupa to all 3orv ices' Budget. Under 
currant budgeting procedures, KJ^<TSA auDiaits a budget that Includes 
program’med requirements of all the military aorviees: army, kavy, 
Air Force, and Marine Oorpa, The budget must undergo review by 
Boveral layers of intenaodiato coa’-iUinda of tue Ai'uy before reach- 
ing the Department of Defonae. The other throe military services 
are not repreoonted at those unllutoral i:*eviews, ovcm though cuts 
or roviaionB at this J.evol may vitally affect their programmed 
operations. The bud :®t and funding program th.at is finally 
approved may vary greatly, and often does, from the original re- 
quireinonts developed oy Mj&T'ha. eor ©xa«*»nle, budget for 

fiscal year I960 was subjected to two reviews and outs before 
reaching the Dei[)artment of Defense where it received a third 
review and cut,^ This unilateral ntarkup of a quadrilateral budget 
is a serious weakness that affects all Single ^lanager Agencies to 
some extent, rartlcipants from all ochaiona sho’uld study this 
problem carefully to ari'ive at an intelligent and raanageable 
solution. 



®IbM*t PP* 102 - 03 . 
9lbld .. p. 106. 
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Bli-Tailf loant ii 00 omr?lish:tier>ta and SavlnJ^a , -- !'I3<.'fT3A has 
suooassfully woathorocl a difficult period of fors»ln ,3 and develop- 
ing ite organisation and proooduree to handle a diverse group of 
Inherited probloias. iichleveiionts that have been aooorapllshod or 
undertaken during this tranaltlon are: 

1. A oonaolldatlon of asuete which pernitc higher utiliza- 
tion of stocks on hand with a corresponding reduction of inven- 
tories has resulted In savings of appronlraately |22 allllon to 
date. For exaaple, purchaeea of only fl66*5 Tiiliion wero projooted 
to raeet eatlmatecl sale© of 033.5 allllon during fiscal year 1959. 

2. A screening of excesses against roqulronjents eliminates 
concurrent buying and selling of identical Items of supplies, 

3. The number of inspection and tooting facllitiss ha\'e 
been reduced from eleven to eight which produces an annual 
savings of 0,5 million. 

4# Storage apace has boon reduced by 3.8 million square 
foot which represents a 30 ^ saving of apace and an annual savings 
of about $6,7 million. 

5. A consolidation of distribution systems which praoti- 
oally ollalnatos crossliauls and backtiaula. Although this area is 
not labeled with a dollar estimate of savings, no on® danlos that 
transpoirtatlon provides the largest single area for savings, 

6, The addition of 3»110 items to the aomaon-uss category 
has increased the number of Items used by more than on© service 
by 73^, Examples of savings in this area of standardization 
Include 0 million per year by the Air Force’s use of the army 
work uniform and about $1 million per year through adoption of 

a common dross shoe last for all the military sorvloes. It Is 
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liapractlcc.1 to oatlrr.ato over-all savin^'B froT etandardlaatlon* but 
rooont euphaois upon this area tndioutos that It provldoo a fertile 
field for future euvin^^s, 

7, Proc 0 QSin (5 time fot requaltlons has been reduced fi’Offi 
25 days to Mv.oyt j 2 daya, and lead tl-iO in procurement has dropped 
frora 93 days to an avorago of 56 days. In addition, the proctire- 
raent dollnquenoy rate hao declined from 17?? in flBcal year 1957 
to 4j^ for fiscal year 1959* 

a* A eons olldat ion of stock nuabor*a where Identical ilorjo 
were carried under different stock numbcrc by two or more services 
has resulted In more efficient Inventory control, storage, and 
hand ling, 

9* A high speed communication tranaoeivor system hae boon 
adapted which fao lilted, oi> n1 ock control and okpodltos follow-up 
action. 

i0» An I'dM 505 (iUvhdom aocoao .Memory ii-ccounting) v»as 



ins J.A .^on in '^o provide vlaily rop-orts 

of the 'ioanugosient-by-oxceptlon'' typs.^^ 



The next chapter in devoted to a dlscuoaion of the 
Military dubuistonoo Supply Agency, which has the rcHponsibility 
for food supplies within the Department of Dafense, 



^^Koubo Subcommittee on Government Operations, MSM(S'MA) 
Hear InitG . 1959» pp. 135~37* 



CliAr'TErv IV 



Trii^ ;4ILIiARi: SUPPLY AUiKUY 



Hintorls.vl ^acfe:round » Ccntrallsisc; procviroment. and 
Btrosiallncd dlatrlbution of oubnititencs itcac dates back to 1941 
when the Aray established the Quarxeraactc-r .iarket Center Systeai 
to buy carlots of fresh fruits and vetiotabiea, 'ihe systeii ex- 
pajiiled and in ii.'Jj; purchaslhcs utoxln^ f>eriti'nablea both 

for Dtatcaide and ov'creean use by tne /»ri-ay, I'avy, and Ilsrine Corps 
with the Kavy administering the contraetc;. .^eglnnlug v<lth the 
Korean crisis, full reoponr.lbilitiy for vhoiosale procurement of 
both perlatiablcs and nonperinhabloc vac assigned to the Department 
of the Army.^ 

In November 1955f the Gecretary of Defense made the first 
Single Manager asaignmoiit to the Department of the Army for 



Subsistence, This constituted a new concept for integrated supply 
management. The initial assignment directive was modified sub- 
stantially in May 1956 when additional aasignmenta were about to 
be made for clothing and medical suppllea. Valuable experience 
was gained and a new framework of policies evolved fron this first 
six months of single manager operations. This aodiflcation made 



^Department of Defense, Evaluation Report on the Military 
Subsistence Supply Agency , (’vashl’agton ; v'ebruary 1959)* p, 
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It a personal asQlfsnsiont to the Secretary of the Army and ostab- 
liohed an operating agency. Military bubalatonce Supply Agency 
(M33A), with an Executive Director whoao aole lalealon \>iao to per- 
fora procurement. Inventory control, wholesale distribution, and 
stock fund control of oubalatenco Items for the military 

p 

services,*^ 

Qrganlaatlon . — The Executive Director of MSSA reports 
to the Secretary of the Army with three levels of command and 
staff Interposed: the Quartermaster General, the Deputy Chief of 
Staff for Logistics, and the Assistant Secretary of the Army 
(Logistics), HSSa Headquarters, located In Chicago, operates two 
almost separate supply systems: ten market centers for perishable 

Items comprise one system and five depots for nonperlshablos 
constitute the other system. The Armed Services Procurement Act 
(10 U,S,0, 2304 (a) 8) specifically exempts subaiatence items from 
procurement by forraal advertising. As a result, liiiSA employs 
negotiated procurement by two raethoda — a notice of intent to 
purchase and sight buying of fresh fruits and vegetables,^ 

The internal headquarters organisation of J-ISSA la shown 
by Chart III on page 27. Purchasing, requirements and distribu- 
tion, and Inspection raako up the throe principal operating 
divisions with routine staff support coming from the comptroller, 
administrative, and traffic divisions, -n special organizational 

^Department of Defense Directive 5160,11, Commodity 31np;le 
t^na«:er Asai.mment for Subsistence . (V.'ashlngton: i^ay "3, 1956) • 

%OUB 0 Gubcommlttee on Government Operations, 'ASHiSFJ*) 
Hearings, 1959# pp. 67-81, 
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CHART III 
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arrangeiaent ©aploys four Branch Chlofe during ono-fourth of tholr 
tlae as Technical Dircctoro of the four difforent categories of 
aupplloB,^ 

Griticlana and Probloma ^ — It was only logical for tho 
area of food aupplioo to be the first for conoideration in an 
integrated supply oysters for the military aor^lceo. No other 
raatorlalo contain ouch a high degree of common use, Althou, 3 h 
ouatomer reports on I4SSA are, for tho most part, favorable and 
the supply effoctivenoso for the agency has climbed to 99 % on 
June 30 , 1939 t tho following points require oonaideration if 
further efficiency and higher ouatomer satisfaction la to bo 
achieved* 

Ooiansand Control* — The Office of the Secretary of Defense 
should withdraw from a role of detailed oupervlolon and asaume a 
role of review and monitoring* In addition, other echelons of 
conniand taaintaln such metlouloua supervision and control that the 
Executive Director must submit proposed actions to costly and 
duplio.ated levels of review. Based upon tho performance of M3SA, 
it appears appropriate to adopt managoaent by exception with 
pyramidal reports providing essential information to higher 
echelons of command. Department of Dofenao Directives should 
clearly spell out that only basic policy cliangeo or matters of 
significant lapaot require tho approval of the Office of the 
Secretary of Defense* Operational controls over tho Executive 
Dii*octor should be minlainod* Since subsiotonce is a speciallaed 

%)0i:5artment of Defense, Evaluation Report on the Military 

Subsistence Supply ARonoy . (vrashington: February 1959)* P* ^ 2 , 
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type of cormaocllty and Involvoa loao tlvin 1,900 line Iteas, a dele- 
gation of naxlauia authority will not neceoaarlly eetabllsh a 
prooedont that would requiro application to other a Ingle laanagor 

agencies, 5 

AdJalnlstratlve 3upport. — Criticisms have been mad© that 
M3SA la unable to obtain admlnlatratlve support of ita field 
activities fi?oa adjacent military installations. For example, the 
Military Oubaiotenco Market Center at Columbia, South Carolina is 
currently provided administrative support by the General Depot in 
Atlanta, Georgia, oven though a military installation, Fort Jackson, 
exists in the immediate area of Columbia, South Carolina, The 
following paragraph is worth noting In this connection: 

The Saorotary of each military department shall 
be responalbl© for the admlnlatratlve support of all 
installations and activities under his jurisdiction, 
inoludin:^ administrative support required to oorforra 
those functions aBal£i;n 0 d bv the bin;^le Fianager . Mlll- 
tary departaents furnish to the Single Manager 

complete data regarding administrative support coats 
incurred on the basis of lalsslona assigned by the 
Single Manager, Such data shall be compiled on a 
comparable basis and, as soon as practicable, derived 
from a uniform expense class if icat ion and related to 
budget and apportionment requests,® (Italics mine,) 

The author is prone to interpret the above as authority 
for the Single Manager to assign the function of administrative 
support for M33A activities to the closest military Installation 
capable of providing this service. It then becomes the responai- 
blllty of the Secretary of the appropriate military department to 
provide this assigned function. 



^ Ibid .. pp, 84-85. 

^Department of Defonoo Directive 5160,11, Conmoditv Sina;!© 
M»naa:er Aaal.a^nment for Subsistence . (Viashlngtons I-lay !5, 1956), 

p. 4. 
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Dlaposltlon and RodlBtributlon of Local SxcesBoa. Joint 
Military Service Rej^ulatlons, which liapleraonted the Single Manager 
Aaslgnaent for Subslotonce, prescx’lbe the procedure© for the dis- 
position of excess nonporlohable stocks occurring at the retail 
level. The owning military service nunt redistribute them among 
Its own retail notlvltloe within a proscribed geographical area. 
Should this bo Impossible, the owning military service then 
reports the excess to MSSA who Issues redistribution Instructions 
based upon the knowledge of the over-all needs of all the 
services within each geographical area. As an example, suppose 
the Kavy developed an excess stock of one Item at Lincoln, Hetarasku 
and the nearest naval activity, In the area, that needs this Item 
Is In Chicago, Illinois j the Kavy v;ould then ship the excess of 
this item from Lincoln to CJhioagOi On the other hand. If the 
Initial report of the excess Item had gone direct to l-ittSA, it 
might very well have been possible to redlotributo the excess of 
this Item direct to an ^Ir Force activity in Omaha, Mebraska with 
a oonslderablo saving to the government In the cost of transporta- 
tion, It la understood that the Military services havo agreed to 
a proposed change in regulations to provide for this latter, more 
direct method, for the disposition of excess retail stock Items, 

Procurement by Comisaariee, — The financial arrangements 
and procurement pmctices of commissaries vary among the military 
services. Navy ooiamlssarles operate completely separate from 
troop-issue aubolatonoe Items, both organisationally and finan- 
cially, And, with minor exceptions, the Kavy stores do not 

"ii^Departrtiont of Befense, Evaluation Report on the .Military 
Subsistence SuopIv Agency . (Vashlngton: i^'^bruary T959T* ' P* ' 
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purohaoo Qubslstonco Itemo from y-f3SA, The Vavy adoptO'S this 



practice primarily to nlnlniao protosta of local competitors who 
are quick to relay feolln^s of this nature direct to tholr 
Congrasolonal representation In Vashlngton. Contnlssarlos of the 
Army and Air Force finance their operations with a clnglo etock-fur 
segment which also Includes troop- issue nuhsiatonco* It in be- 
lieved that these sales to commissaries comprise a svibstantlal 
portion of the total l«!3jyv distribution. Since aeparrAtc records ar< 
now being kept, it will ooon be pooclble to determine the exact 



d 



volume of KSSA oa3.efs to oonraiesaries. Many fee], that commissaries 



should have a raaxinua freedom of choice in sources of cupnly with 
KSSA being considered as just another source which must conpet® 
with the prices of commercial outlets. Since no uniform policy 
exists, It has been suggested that a Joint ffillltary group undertake' 
a study and awike recommendations to clarify the relationship 



between M3SA and the Military Coaalssaries with the ultimate goal 



being a definitive and binding arrangement Cor subsletenoe supplier 

Q 

between the two. 

Centralization of Requlroraenta Computation. — Directives 
provide for each military service to compute Its retail item re- 
qulremonto by geographical distribution areas, JKJCA is roeponslbl® 
to combine theae requlreaonta and tuvninh the supplies necessary 
to fulfill these forecasta. In actual practice, the services 
compute only their nonperistmble rcquiremonts and Mi3A provides 
perishable Items based on a centrally prexsared forecast, Perlsh- 
■rthie items oonatitute about two-thirds of total sales. To some 

Q lbld ., p. 87. 



32 



extent, substitution and the ready availability of poriohablee 

stake this practice poaalblo. It has boon proposed that 1-13SA also 

conpute retail requlreaento for nonperlohable Iteas ao soon as 

q 

accuracy and tliaellnoBO of demand data has improved*' 

Consolidation of Inventory Control Oentero. — The Array 
central inventory control point la located near M.:>SA headquarters 
in Chicago, whereas, the Navy’s is at V.aohington, D* C., and tho 
Air Force’s Is at Marietta, Pennsylvania, Orltlclaa of this 
arrangentont suggosta that a consolidation of those offices at tlSSA 
headquarters would achlovo savings in overhead, ooanunicatlons , 
and personnel, plus contributing to more uniform operations by the 
three military department In commenting on the statement that 
all three centers should be located together, General Hugh 
Jlacklntoah, Executive Dlreotor of IlSSA, said: "I think it would 

be desirable. However, I have an appreciation that they also have 
liaison in a different direction that might be less desirable If 
they were in Chicago. 

Significant Aocompllshments and Cavlnr^s . — The iaploaonta- 
tion of the single manager assignment for subelstenoe was loss 
dramatic than other single manager aosigniaents because of tho fewer 
changes required In pj*evlous operating procedures. The creation 
of I^SA merely provided additional supply management tools to an 
already efficient Quartermaster Market Center system. These 

^Ibld .. pp. 88-89. 

Congress, House, Committee on Government Operations, 
Military Supply Manat^eraent (Sin?xle Mgna-y.er Agenolos) . 86th Cong. , 
1st Seos., 1959, H. Ropt. W, Union Calender No. 277, p. 28. 

^^ouae Subcoamitteo on Government Operations, M3A(3Wt) 
Hoarings, 1959, p. 61. 
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additional tools have enabled H3SA to strearallno funotiono and 
ellffllnate duplication as evidenced by the followln.a; Bpoolflc 

*1 o 

achlovoments 

1. Annual savings in the procurement of porlsliablos are 
estimated to bo ^1,577»000. These savings accrue frora: an increase 
in carlot procurement through consolidation of the Services* ro- 
quiroraonto, an initiation of mixed carlot shlpaonto from stock 
centers in lieu of omallor direct vendor ehipmonts, sin improvement 
of satolliaat ion patterns, and an activation of additional distri- 
bution points. Lower unit costs and cheaper transportation rates 
comprise the majority of the savings. 

2, The use of the Kavy cold storage plant at Cheatham 
Annex Depot for support of European forces saves about ^723*000 
annually. 

3* Direct shipment by vendor to porta for nonperishable 
items destined for overseas Is estimated to save $175»G00 POt* 
annum through by-paasing the Depot system* 

4. An over-all annual savings of about |317»000 provided 
in equal proportions by the three oatogorlos of: consolidation of 
brand name nonporlohablea, shell egg procurement, and standardiza- 
tion of export packing materials and contalisora. 

5. MS3A alleges a reduction In personnel allo^^anoos from 
1,876 to 1,687 as of June 30, 1959 which la a gross saving of 189 
personnel, the equivalent of an estimated annual savings of 

|1, 039, 000. An analysis of actual personnel employed shows a 
steady increase from 1,473 on June 30, 1956 to a high of 1,742 on 
June 30, 1958* A decrease to 1,683 on June 30, 1959 produced a 



^^ Ibid . . pp. 50-79 
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net reduction of 59 ezsployed peraonnol, but only 4 lof>o than the 
then authorized allowance. It appcarn that either the Initial 
allov;anco of 1,376 billets was oonBidorably overotaffod, or the 
worlcload wae natorially decreased since 134 billets (dlfforenoo 
between 1,876 and peak eraployaent of 1,742) were never occupied. 

On the basis of this analysis, It la rather difficult to pinpoint 
precise benefits from reduced personnel allowances. It la conceded 
that the reduction of 59 employed poraonnol la equal to about 
§325 #000 per annua. 

6. There ara other ol^jnlflcant accoapllshncnts which 
result in substantial reductions in overhead coats and in Inproved 
service to customorB, It ia ImposBiblo to evaluate those achlevo- 
uonta in toras of monetary gains. Illustrations in this area are: 

a. Values of InventorloB declined 10)t while the inventory 
turnover rate for perlshablou increased from 8il to better than 
13 .‘1.^^ 

b. Refined procurement practices through eicpanded. use of 
the Automatic Data Processing Center in Richmond, Virginia. 

c. Crreat progress in standardization and common use of 

Itonm. Upon establishment of M3SA only 450 items were common to 

all serv'lcos. On Juno 30, 1959, common use Itons teid increased 

to 793. An additional 675 items wore being used by either two or 

three services. Only 398 items reiaatned in the catalog for use by 

14 

Just one service. 

The last of the fully implemented — with some reservationu 
commodity single managers will be covered In the following chapter. 
This is the Agency responsible for petroleum. 

l^Departnent of Defetiae, ^valuation Report on the Military 
Subsistence Supolv ActonoT. (Kaahlnsgton: Vebruary 1959)V PP* 24^267 



^ ^Ibid . . pp. 65-66. 
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2FJi MILITAF^r PSTROiEUM SUPPI^ A3KOY 

Historical 3aclwrouncU — Shortly after the be^jinnins of 
’World War IX, the ilrmy-iJavy Potrolemn Board 'wae established to 
coordinate the oourc© and distribution of petroleum to U* 3. and 
Allied Forces , Ihie Board was reorganised in 1943 as the Armed 
Ser'/lcea Potrolcura Board, which was renamed the Munitions Board 
Petroleum Goramlttoo in 1949. Ihe Office of the Assistant Soorotary 
of Defenso (Supply and Logistics) absorbed this latter cor.iatttee 
in 1953 upon establishing the Potroleua Loglstlos Division under 
Ro organ! sat ion Plan Luabex’ 6. ‘loday the Petroleum Logistioa 
Division lu mainly concomad with policies, procedures, and 
uobiliaatlcn piamiing,^ 

Nothing was don© to oontraliae the procuremont of petroleusi 
until 1945 whon a Joint Army-Navy Petroleum Purchasing Agency was 
formed fcllovjlng th© Drape r-Dtra us s recoaaendatlons.^ This 
bi’ougnt the petroleum buyers together under one roof oven though 
independent sei'vlce procurement reaalned a noroal practice. In 

lu.s., Oongresa, House, Coaaittee on Governaient OporationsJ 
rlilitary Sunolv KunatcTaent (^ln.j::la Mana^-^er Am^ncles) . 36th Cong* , 
1st Sees • 1959s" iu Hept , Union 'Calonder No* 277, pp. 28-29* 

^Draper and Strauss, op, ojt . 
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1948 this Joint Agency vaa roorganlaed into the Arwed Services 
Potroleim Purchntiing it'"oncy (ASPPA) with a charter under the 
National ooourity Act to procure petroleum for the three military 
dopartmento and to coordinate distribution* ASPPA was disestab- 
lished in 1956 upon the forsaation of the Hllitary Petroleum Supply 
Agency (liPSA) by tb© Secretary of the Navy who bad received the 
clnglo sian&ger assignment for i^stroleuja* 

Deviation from Policies and Organization . — Department 
of Defense Directive 5160.18 of July 24, 1956, Single Manager 
Assignment for Petroleum, made exception to the normal concept of 
slnglo manager to the extent that wholesale stock ownernhlp and 
stock funding were specifically prohibited in the management 
control of petroleum products* This deviation from established 
policies was considered justified by the characteristics of 
petroleum and the exceptional conditions encountered In tbn supply 
and distribution of this commodity by the military departments*^ 
Initially, the proposed Dei:>artaer:t of Defense Directive contained 
instructions for JIPSA to own all petroleum stock and to sell 
through the usual stock fund arrangements to the retail level of 
the services. A three-way split In service recomraondatlons 
developed and a decision was made to adopt the Air Force poaitlon. 
Petroleum was considered too vital a ooimaodlty to be placed more 
fully under single raanasoment. Consequently, the aarvicea retain 
o^^ner3hlp of their wholesale stocks of petroleum products. 

The Ixeoutivo Director of MPSA reports to the Sooi*otary 
of the Navy through the Chief, Bureau of Supplies and Accounts 

^Department of Defonao Directive 51(^*12, Polio ios for 
Igpleaentat ion of 3in?i:lc Manager agencies . (Vaohlngton: January 31 < 

1956^)* 
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Mho oxcrclson control over HIP'IA In aana joraont , flaoal and adalnlo- 
tratlvo aattcro. Tho nllltarv chaln-*of-ooffinand froa JIPSA to the 
Georotary of tho Wavy lo via the Coraandant, Fotcnac River Naval 
Coanand arul tho Chief of Naval Operation. Tho hcadiuartors of 
H?3A is located in V'uuhinston, D- C, Of tho 21 ailltary offloero 
aaaii^ned to IIPGA, 5 are Arny, 6 ara Air ?oroo, and 10 aro Navy, 

The Internal organisiation and functionc are shoirn by 
Chart IV on page 38* Six najor divisions: ayoteia planning, 
nanageaont plarjilng and adjaintstratlvo, service contracts, disti'i** 
bution, technical, and purchaalns conaiitute the oporatlng 
organ I aat ion. Proourenent is the moot important function of J4P3A 
since the Agency has no responsibility for determining net require- 
isents, stock funding, Mholesalo stock ovnersbln, and inventory 
control, !'!?3A Is Halted to a '’coordinating'* function In inventory 
managecent and distribution. 

GritlcleHis and Probleraa . — During tho three years of 
MPSA's operation, Departaent of Befenso experts have studied the 
Agency on three different occaeions. hhlle it is a tribute to 
tho Executive Dlrootor that the Agency has survived these studies, 
there are serious probleraa yet to be solved in the petroleum supply 
field. Perhaps the underlying cause of most of those problems la 
the reluctance of mny military commanders to relinquish positive 
control over petroleum products. The fosllnss of these commanders 
may be appreciated as indicated by the opening remarks of Rear 
Admiral 0. P, Lattu, Executive Director of M?SA, before the House 
Subcommittee on Government Operations on Hay 26, 1959: 

Basic to an appreciation of the complexity of 
military petroleum logistics is an understanding of 
the ujilque nature of petroleum. Oil must bo afforded 
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special troatraent. It la technical and poten- 

tially dangerous material. It la nocensary that 
personnel aanlfpiod the responsibility for Its caro 
be specially trained. Olllo an Indispensable 
oonunodlty which Is needed in tre<:nendouG quant it lea. 
Our nallltary ooniaandors my have all the aen, planeo, 
ships, tanka and lalnslloa necessary to accoapllah 
their also Ions, but they will certainly fall If they 
do not luive the petx'oloura to ao';© and sustain the 
attack. In short, the sobering truth is that petro- 
leum availability can mke or oreuk any military 
operation,^ 



Unacoompllshed Assignments, 
reoponaibllltles in varying degrees. 



— 34PSA has 



Implemented assigned 



Three assignments which have 



not been fully Implemented or whore interpretation differs between^ 
MPSA and the rallltary departments that should b© accomplished are:^ 



X. Hooelvo and review petroleum mobilization requirements 
for all the military services. 

2. Periodically review and make r® commendations on bulk 
storage req u ire sent o, 

3. Coordinate a program for the positioning of mobiliza- 
tion reserves and operating stocks to ralnlralae vulnerability In 
the event of enemy attack. 



Duplications and Ovorlapplng, — xilt hough much has been 



accomplished to eliminate duplicating and overlapping functions, 



situations do exist In the continental U. 3, and In some overseas 



areas that are not under the oloae control of a unified oomraandsr 



which continue to be a problem. 

1, The Armed Forces Supply Support Center (A?t5SC) has 
undertaken functions which overlap several responsibilities 



^Houso Subcommittee on Oovernraont Operations, MSM( ) 
Hearln-s . 1959, p. 188. 

^Department of Defenec, Evaluation Henort on the Hllitary 
Petroleum Supply Ai^^ency . ( \'i as hlngton j I)© c ember 1958^) » PP* 29-30. 
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assigiiud to IL’mA In tho aroa or intorasrv loo supply support. Dupli 
catod aottons ixtA repo^'t-. huvo tco'i uoon field uctlvitioe. 

s 

aiaplo solution h*s l-oou tu .^uctod i.liosxcy .iKSot vilil utilise 
ao tbo ohcnnol of ooaiaunioatlono for peti'oloua nattero, 

2* ICavai sblpaiotit of packaged potroieua prod'Jutn betve*5n 
depots and atatlono have occurred ^ihcn dirsct VGndor~to-con3usi6r 
shlpaentG would huvo boon shorter and elinlaatod baoichaula. MP2A 
and the Jorvicaa should uncertuUo to eatabllah regional ooordina- 
tion of the ecpiuutc military services’ depots in tho distribution 
of pttckagaci petroleum products to prevent uupllaa;;loii and over- 
lapping.*^ 

Lack of Goordinntion, — has ahuoluts authority in 

only one function — procurement, nil other fuiiutiona Ituvo 
nocesaarily haon subordinated to a i^olo of coordination. The 
following tvo Sijeoific problems Illustrate the need for additional 
authority to coordinate functior4S that viill produce greater cavings 
and afficienay: 

1, Current prooedurea i>armit the air Force to arrange its 
ovn barge and coastal tanker shipnonte of bulk petroleum without 



prior referral to H?3A or the Military Traffic Manajeiaent .-vgency. 

Action should bo taken to prevent Inctancos of opllt-tankor ship- 

R 

ments and cross hauling. 

2, A problem in coiBmunicatlona oxistc bocauoe tho inven- 
tory control points of the oo]>arate rallitery services are not 



^Ibld .. pp. 11-15. 
, pp, 24-25* 



^ Ibid . . p. 30. 
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loo«t©« 1 , ^o^etnor at ^IPSa ila«dquartei&. i.hc an-i thf? .’avy con- 

trol potntD are in uachinston, D. 0 # a hoy aro not, aovjevor, under 
the same x’ool’. I'no Poroe control point ia iooatad at 
Middletown, Ponnsyivanla,^ Rear i».dalrai aattu stated hofore the 
House SuUooaaittoe on Jovernaent Operations in .^lay 1933 in reply 
to a question ooncorninfi oociaunication probio-as atTeotlng 
coordination: 

I will put it the other way, in an eaerijency, we 
have to ooorrllriCte very 3 veT*y elocelyj hourly, For 
this, ve Imve a oiosod circuit teletype. During tno 
}41deaet oraergoncy we had a meeting «ith the sorvioofj 
evex’y other day in ay office. If the inventory 
taanagarc were under the ivarrxs roof, as It has been 
recoEXiUended, that would uo an iaprovoaent, 

I cannot get the space in my own agency to satisfy 
lay px?osont roqulronento, Incy tell xac that whCii the 
State Department riuildtng is flniabod a year from now 
tiiat I can have aoro apace, and the i»ray hna indicated 
that they i^ould move In under tho same roof and *-:o 
would the Havy,^^ 

I’hio will accomplish only a minor Improve) men t unleas the 
All’ i’oroe, which is by far the gi-eiiteat user of petroleum products, 
shifts its location fi’oa Pennsylvania to '..ashlngton, D. C, 

Personnel Staffing, — JjPbA has exi>erienood some diftloulty 
In obtaining qualified pei’sonnel. The substantial difference In 
wages between Industry and Government for similar positions ad- 
versely Aiffeota the recruitiaont of trained peraonnel from civilian 



aouross. It therefore follows that if tho Agency hue to expand 
for eraergency conditions, only cox*tain quartormaator or supply 
officers of the ailltary aerviaeo oould fit Into the ox^gani nation 
quickly and easily. Retroleura training and experience In civilian 



^Houae Dubooamitteo on '^ovo rnhorit Op« 3 XVAtloni!, 
Hearlnap , 1939, p» 193* 



^Q lold . . p, 226 , 
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Industry or In the ailltary servloe would be a prerequisite for 
certain key positions# 

I^ck of Authority and AoooTapllahroonta # — The present 
petroleua supply syoten has worked well in iKsaoe and in limited 
eaersoncleo* The system provides high supply effect iveneaa, high 
stock turnover, and low operating Inventories* Crosshaulo and 
backhauls have been reduced considerably. The weaknosa In the 
present system is its dependence on the degree and success of co- 
ordination attained between 14PSA and the military servlceB, In 
comparison to other single marager aosignmenta, petroleum lias no 
alngle individual who can be really considered tho '‘commodity 
manager*" Tho Assistant Secretary of Defense (Supply and 
Logistics) has pointed out that comaendable progress has been 
made, but, weaknesses continue to exist in the fiolds of require- 
ments review, pricing, local purchase policy, and single funding* 
Yet, tho Material Sooreturlec of the three military departments 
are satisfied with the current progress of I4PSA to the extent that 
they do not desire tho petroleum single manager to receive addi- 
tional authority and reaponalbillty corresponding to the other 
commodity single manage ra.^^ 

Reduced Cost of Petroleum, — HPSA currently purchases 
over |1 billion worth of petroleum products annually. Centralizing; 
this volume of procurement In one Agency helps the Government to 
buy at the lowest possible coot* Products are generally purchased 
at prices below the coaaeroial market level. For every price 

^ ^Ibld *. P. 209, 

ISpopartaent of Defense, Evaluation Report on tho Mii^itary 
Petroleum Supply Agency . (ViaohingtonV December i956T» PP* 515-35. 
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advantage of one ralll per gallon, approximately §12 million is 
saved annually. ’* hlle no detailed recorcle of savings are available 
It la believed that alllionQ of dollars in savings have aocrued.^^ 

Benefits and Other Savings. — The Agency has provided the 
military oei^lces with greater flexibility, particularly In the 
overseas areas. KPSA has been able to coordinate worldwide ship- 
ments by tankers In ouch a manner as to reduce backhauls and cross- 
hauls, achieving more effiolent and economical operations. 

Thousands of dollars are saved when a single uneconomical movement 
of product la avoided and the Agency, with the coopemtlon of the 
Military Sea Transportation Service, has avoided such raovenienta 

many times, ^4 

Standardization and Line Item Reduction. — v.'hen I4PSA was 
created, the catalog contained 1,858 line Items and 22 new items 
have since been Introduced. At present, there are 1,256 line Items 
In the petroleum field. This constitutes a reduction of 602 items, 
equivalent to about one-third, 

Chapter VI will discuss the Armed Forces Supply Support 
Center Studios which led to the recent eatabllalvaent of two new 
commodity single manager agencies — responsible for General 
Supplies and Industrial Supplies, 



l^Kouse Subcommittee on Government Operations, HS.M{SMA.) 
Hearlna;o . 1959, p* 211. 

14ibid. 



J- 5ibld . 
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CHAPTSa VI 



ARJffiD F0HCK3 SUPPLY SUPPORT CENTER STUDIES A2CD 
my COMMODITY AOEKCIES 



ARICD FORCES 1-OPPLY SUPPORT GEKTER (AF3GC) 

Raolr^^rouiid * — On Juno 23 » 1958* tho Seoi*etary of Dofanoe 
eatabllshed the APSGG as a Joint cantor of the Lnilitary aervlcea. 
Tho relationshlpB of the AFSSC within the Department of Dofenae 
and Itn organiaatlon la ahovm by Chart V on page 45. The purpocea 
ana object Ivea of tho AFSSC arc: 

1. To provide the most effective and economical 
administration of certain common supply functions of 
the military services* 

2* To promote and coordinate integrated supply 
management among the military services concerned 
with common material* 

3. To develop means for the elimination of any 
undesirable inconsistency, duplication and over- 
lapping among supply operations of the military 
ser\icea, and for tho elimination of any unnecessary 
administrative procedures*^ 

In addition to administering programs for cataloging, 
standardization, etc,, the AFSSC Is directed to taako continulns 
studios and analyses of the operations of tho military supply 
systems, paying particular attention to tho commodity areas 
covered by Single Manager aaalgnmenta* 



^Department of Defense Directive 5154.14, Establishment 
of the Armed Forces Dupolv Support Center . (V'ashlngton: June 23 » 
1958). 
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3tud7 Project No* 59*»2 » — In Oototsor 1953, tho AFSSC was 
directed to study and mice recoraniendationu to provide for optlniuni 
management of general supplies within the Department of Defense. 

In its broadest connotation, the term "genei'a! supplies" is con- 
sidered to include the i'ollov»ing Identifiable oegaenta; 

adminlatrative/houaekeeping equipment and supplies 
hand tools 

hardware and abrasives 
construction equipment and supplies 
automotive equipment and supplies 
elect rioai/elGctronic oqulpaont and supplloe 
other type general supplies 

The oomaodity oegaentB initially selected for study were 
adminlstratlve/housekooplng equipment and supplies, and hand tools. 
In October 1959, the Director of AFSSC submitted a report of 
findings, concluaions, and recomnondations covering the "Hanage- 
mont of C-eneral Suppllos." 

Findings. — A quick scan of the following data, which is 
alleged to be on the oonoervatlvo ®ide, Indioates that both 
commodity segments possess the criteria of dollar value and 
commonality for taanagoment by a single laanagor.^ 

Hand Tools Adnln/Hous ©keeping 

All Military Gervices ( £ in mill ion ) ( } In. million) 

Inventory (12/31/53) |105.6 .^245.6 

Salles (Fiscal Year 1959) (131.5 ^111.2 

^Director of Armed Forces Supply Support Center Memo- 
randum, "Management of Croneral Supplies," (V-ashlngton* October 13, 
1959), Inolosure, pp. 4-7. 
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Hand Tools Acljnin/Kouaokoeplng 

All Military bervloeo (f) in rolllion) (1 in million) 

Prooureaont (FY 1959) ^25.3 C'90.1 

Total nuniber of Itorcia 50,373 25,116 

Commonality (Itemo used by 

two or more a©rvloes)13,042 3,601 

Percentage of commonality 25*9^ 14.3^ 



Percentage of combined 

commonality 22^ 



The findings noted a preponderance of reasons that preclude 



utilization of the Q-eneral Servlceo Adralnlatratlon System for 
supply and mana ^eaent of theee tv;o oommodlty areas. ^ 



Goncluaions. — Gonsolldated management of various general 
supply comaoditlea la already In effect within each Individual 
military servto©. Further consolidation could be aocompllslied 
acrosa service lines with management Improvement. Savings could 
be realized In the distribution system through a reduction in the 
cost of operating inventory control points and depots and through 
a reduction in transportation expenseo. Similar economies could 
be realized through Inventory Invest nents by a reduction In 
over-all system stock levels, & prompt utilization of long supply 
and excess stocks, and a reduction In number of items 

The AFSSO Study Project determined that material charac- 
terlatloa and management techniques for hardware and abrasives 
were closely similar to those of adralniatratlve/housakeeplng 
supplies and hand tools. Even the degree of commonality - 20^ - 
was comparable to the combined percentage of 22^ noted above. 



^ Ibld .. pp, 12-14. 
^Ibld . . pp. 15-17. 
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AF3CC concluded Umt It wao feasible and appropriate to ostablish 
a Sin^lo i-Ianager for both of these coaaodity segments without 
further study. It was noted that certain Iteraa having 
’‘englneerlng-osoantlal'* or "operatlonal~oseential" oharacterlsticsj 
as determined by technical and value Judgnent, should bo coded 
for retention under individual military service supply manageiaent,'' 

Other items which had neither a stated mobilisation re- 
Qulreiacnt nor an eoono-Jical Justification for centralized control 
could be dsoentralized by the Olngle Manager i-.ho would direct 
their acquisition from Ccncral .^srvlccs ..dminle trot Ion (OSA) 

Stores Depots and from Federal iiupply ochedules on a first priority' 
basis provided GSA agreed to render this support. If (Kh>. did not 
desire to support ouch iterao, the Single Manager could direct 
procurement through local commercial sources. 

Recommendations, — I'hat the Secretary of the Army be 
designated Single ttonager for General buppllea with the ^..genoy to 
be located at the Army General Supplies Commodity Center In 
Rlolraondj and, that the ^^ooretary of the I.avy bo designated Single 
«4anager for Hardware and Abrasives v.lih the Agency to bo located 
at the Kavy Genorai Stores supply v^fflcc in Philadelphia, 

Further, that both Single ttanager asaignmenta be cchedulcd to be- 
come fully operational on July 1, 1961 which would provide lead 
time for plarcrilng, coding of Items, designing systems, and budget- 
ing, The AFSSC Study explained the nomination of the Army and 
Havy on the basis of possessing syatemr. closely aligned to the 
commodities being asclgnsd and on the bads of exploiting Single 
Manager experience and operating "Iaio’.v how,** 
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GO,'MO.)l^Y nG.-.r. JILb 

/isa 1 nn.nonta by Deoart-ient of Defonao . — Preliminary 
aomoranclua Single .lana.^er aoni-naenta \\Gre made In Movoi.iber 1959 
to the Uecretarlea of the ^i^ray and I;avy for .Illitary General 
^juppliea and I'llltary Induotrial ^uppllea rcapoct ively , The fully 
operational effective datoa villl bo in accordance with an approved 
tiiae-phased uchedulo to be coordinated with the -ailitury departments, 
Underlyin ,3 this achodule is the availability of additional reaourceo 
to finance the additive workload durin:' this tranaitlonal period. 

The new bln^ls 'lanager aoai. 5 nrjentG cause or^^anl national roalii^n- 
aents and additional workloads which have not been provided for 
in the I''iscal Years I960 or 1961 bud'^et estimates. 

Charter Directives for the new jingle j*,ana;er ac-u i ;ninonts 
will specify capitalisation of ail \’;holesale inventories o'-ned by 
the aingle Managers, i* inarcln r, of retail inventories will be 
optional with the individual military services. 

Other actions and nuidance . — Items affected oy the new 
Single Manager assignments hlch are to be: retained by the 
military services; placed under the new r3in.;le ,'lanager'n control; 
and, decentralized for acquisition from GSiv or commercial sources; 
will be coded in acooi'danco with management techniques and criteria 
specified in the approved Defense Material ..iana’ement Program for 
Fiscal Year I960. This coding will conform to uniform procedui’es 
and schedules.’^ 

^assistant -ocretary of Dofense (supply and logiot ics ) 
Memorandum, "Action on Recommendations, aRD.RJ Study Project 59-2, 
Report on the iianageaont of General Supplies," {'..ashlngton: 

December 11, 1959). 
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A ’ orkln "5 Group conposod of ncabertt of all nilltary 
Bcrviceo and th« Office of tho Secretary of Defonno will develop 
plcnn and propoeala for Inplementlnrt a oingl© integx-’ated raatsrlal 
distribution eystcra for all single manager cojataodltloa and for 
unlforn operating procedures for all single itonager agsncles. 
Department of Defense guidance for the v.oi’king Group specified 
that proposals would be developed in accordance with th© following: 

1. The facilities of all military services will be con- 
sidered In the dovelopiaetit of the integrated distribution ayotem, 

2. No attempt will be made to establloh a separate oyatera 
of depots to bo used exclusively for the distribution of single 
aanager commodities , 

Target dates of August 15 s-nd Dooeaber 31, I960 wore set 
for completion of proposals on the Integrated distribution eystom 
and unifoi'm operating procedures rccpootlvely* 



GRiXFUAl VII 



SUICl/vrOC AND OONGLUDIONS 



sUxM:*AaY 

Ao on® alternative to the proposed Fourth Service of 
Supply, the Depart aont of Defense baa undertaken a pro^raa of 
Single Manager, The questions are: To what extent has this alter- 
native been satisfactory? Has It mot the objectives of the 
Congress and the Hoover Coiamlssion? 

On the asset side of the ledger, supply effectiveness for 
the Single Manager Agencies compares favorably with service-managed 
supply syatomo, Procurement prooeooing time and delinquency rates 
have been reduced significantly. 

Single Managers have undertaken standardization programs 
for the commodities which they manage and considerable progress 
In the reduction of Items has been achieved. Notwithstanding, any 
appraisal raust consider to what extent are all military items 
coaiaon. Although an exact figure is difficult to determine, It 
has been estimated by the Department of Defense that only 14^ of 
total items currently supplied are common. The future success of 
the Single Manager Program will depend upon the ability to increase 
the degree of commonality. 
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Econooloo ouoh aa roduotlone in poraonnol and storage 
apaoos const Ituto an eatiniated annual eavtnga of |13*2 million* 
Other noas unable one-tlao savings, achieved prliaarlly by Inventory 
draw-downs, are equivalent to about §259 million. Tho greatest 
potential savings associated with the Single Manager Program, how- 
ever, are those arising from the elimination of intorservloc pro- 
oureaent competition, concurrent buying and selling, and the 
reduction of backhauls and crosehauls through Integrated distribu- 
tion operations. Those economies are not precisely laeasurable. 

On the liability side of the ledger Is tho wartime 
capability of Single Managers — seriously Impaired by the 
vulnerability of their depots, the gravity of moblllaatlon reserve 
deficiencies, tho lack of a workable system of applying mission 
priorities, and tho cumbersono funding and accounting procedures. 
Many raise tho question — what good la it to have a system that 
works well In peacetime and saves money If it has deficienolca In 
terms of raoblll 2 iv%tlon readiness and wartime capabilitiea \fhich 
render It useless In time of war? 

It Is true tho Single Manager Depot SyvStom la seriously 
vulnerable, but this must be evaluated in perapoctlva. It is no 
more vulnerable than many of the servlco-njanaged depot systems 
which store Items at least aa critical to combat as the single 
manager ooramodltiea. Before the Single Manager Program Is con- 
demned for vulnerability, the service supply systems must be sub- 
jected to tho same test. Tho capability of tho military to 
recuperate and resume military operations following a nuclear 
attack la not Halted by the factor of vulnerability of the Single 
Manager Depot System. Other factors more likely to limit our 
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aapablllty would b© oojaaunloatlons, transportation, and the vulnor- 
ability of ooabat critical aupplleo in eorv loe-iaanasod depot 
syatema* 

Another serioao deficiency le tho shorta^^o In rabblllaatlon 
resorve stocks. Kero a^aln, while tho Single Manager System is 
deficient, the service systems are llkov^ise deficient. Kor does 
the Single I4anager Syeton have any monopoly on cumbersome funding 
and accounting procedures, although thoro may b© a greater degree 
of conplexity because of tho interaorvloe nature of single jrsanager 
operations, This latter area la one where improvement ia under 
to simplify and standardize procedures. 

Correction of tho major deficiencies, to a large extent, 
hinges upon the competition by priority programs for the limited 
available resources of tho defense budget. 



GOHCLUSIOKS 



An analysis of Commodity Single Manager performance to 
date leads to tho conclusion that it la effective as compared to 
supply operations prior to tho ©atabllshmont of this system. 
Further, that worthwhile savings in storage apace, payroll costa, 
Inapectlon services, and in proouroaont and distribution oporatlonji 
have been ©ffeotod. It is also concluded that Single J^fanager 
operations still need slrapllflcation, operational refinement, and 
procedural standardization. 

Many of the objections that led to tho recommendations of 
the Fourth Service of Supply appear to have been adequately met 
through eatabllalimont of the Single Manager Program, Thus, It is 
reasonable to expect that the desires of the Congress and tho 
Hoover Commloalon will bo attained without ennunterlng tho multi- 
tude of problems associated with the establishment of a Fourth 
Service of Supply, 
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One final word should bo said about duplloato Items In the 
supply systems of tho military dopartnonts. There is opinion both 
within and outside the Department of Defense that effective mnage- 
ment of tho military Inventory la synonymous with eliralnution of 
duplications. Regardless of the merits of these opinions concern- 
ing the nanagement of common-use categories, the concentration on 
duplications may have obscured the basic problem of managing a 
largo Inventory — an Inventory so large that even complete 
elimination of the duplication would not appreciably affect the 
Investment, For e 7 .ample, it has been estimated that less than 20% 
of the annual procurement dollar Is spent for these common-use 
Items and that at any given time only about S% of the dollar value 
of the Inventory le made up of such Items, There still remains, 
then, a multi-bllllon dollar Inventory consisting of more than two 
million different Items that must be managed by tho military 

I 

I services. It does not, therefore, hold to establish Sln,gle Manager 

I 

control for each and every Item that 1s discovered to have common 
usage. 

If the last ten years may be charaoteriaed as a period of 
experimentation in adapting business principles and techniques to 
military supply management, the next ten years should be viewed 
as a period of consolidation an3 refinement. Upon the basis of the 
improvements already made, military supply managers should bo able 
to record increased progress toward their goal of operating the 
supply systems at the lowest ultimate costs, consistent with main- 
taining the security of the nation in a troubled world. 
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